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Task 1(A)


Sales day book

	Date 2026
	Details
	Invoice number
	Total
£
	VAT
£
	Net
£
	Sales type 1 £
	Sales type 2 £

	30 Jul
	Silver Gifts
	1250
	900
	150
	750
	400
	350

	30 Jul
	Special Crafts
	1251
	1464
	244
	1220
	0
	1,220

	30 Jul
	Pan Trading
	1252
	3168
	528
	2,640
	2,640
	0

	30 Jul
	Harlam Lights
	1253
	2,304
	384
	1920
	820
	1,100

	
	Totals
	
	7836
	1306
	6530
	3860
	2,670.00



Sales returns day book

	Date 2026
	Details
	Credit note number
	Total
£
	VAT
£
	Net
£
	Sales type 1 £
	Sales type 2 £

	30 Jun
	Metal Supplies
	251
	78
	13
	65
	0
	65

	30 Jun
	Pearls
	252
	162
	27
	135
	135
	0

	
	Totals
	
	240
	40
	200
	135.00
	65.00













Task 1(B)




	Has the correct purchase price of the paper been charged? Yes or No?
	Yes 

	Has the correct discount been applied? Yes or No?
	No 

	What would be the VAT amount charged if the invoice was correct?
	150

	What would be the total amount charged if the invoice was correct?
	900










Task 2 (1)


                                          
                                                           Profit and loss Account 
                                                              For the year ended 
                                                                   31 August 2026

Description                                                                       £                                     £
Sales                                                                                                                          560,000
Opening stock                                                                  140,000
Purchases                                                                          420,000
Goods available for sales                                                560,000
Less: closing stock                                                           (168,000)
Cost of sales.                                                                                                          392,000
                                                                                                                               —————-
Gross profit                                                                                                           168,000



Expenses
————-
Advertising                                                                   12,000
Electricity                                                                       6,000
Insurance                                                                      12,000
Rent and rates                                                              26,000
Salaries                                                                          125,000
Stationary                                                                     10,000
Telephone                                                                     4,000
Vehicle running expense                                            48,000
Depreciation                                                                 8,000
                                                                                        ————-

Total expense                                                                                                        251,000
                                                                                                                                —————
 
Net loss for the year                                                                                            (83,000)




Depreciation =(80,000/10)
                        =£8,000 per year. 


(2)


                                                                                     Balance sheet as at
                                                                                       31st August 2026



	Description:
	£
	£

	Non-Current assets
	
	

	Fixed asset at cost 
	80,000
	

	Less Accumulated Depreciation 
	(24,000)
	

	Net Non-Current Assets 
	
	56,000

	Current Assets 
	
	

	Closing Stock 
	168,000
	

	Cash
	21,000
	

	Total Current Assets 
	189,000
	

	Less: Current Liabilities 
	
	

	Trade Creditor
	(94,000)
	

	Net Current Assets 
	95,000
	

	Net Assets 
	
	151,000

	Capital Employed 
	
	

	Capital 
	270,000
	

	Less: Drawing 
	(36,000)
	

	Less: Net Loss
	(83,000)
	

	Closing Capital 
	
	151,000




 3 (A) 

If a company's taxable turnover is less than the HMRC deregistration level, it may be possible to deregister for VAT.
The company must submit an online or postal application to HMRC together with accompanying financial data.

(B)
The majority of motor spare components are currently subject to 20% VAT and are standard-rated.

(C) 
Monthly VAT returns and the VAT annual accounting system are substitutes for quarterly VAT returns.
4
Depreciation Using 15-Year Life The depreciation expense would be roughly £80,000 ÷ 15 = £5,333 annually if the company employed a 15-year useful life.
The depreciation expense would be as follows if the company had a 15-year useful life:
£80,000 ÷ 15 = around £5,333 annually.
Compared to the 10-year approach, this would lower annual costs and boost profit. Because the depreciation charge has decreased annually over the past three years, the company has reported larger profits.

5
 Economic Arguments for and Against Price Increase Raising prices by 10% might increase revenue and profit margins if customers keep making the same purchases. The warehouse renovation might also improve efficiency, storage capacity, and customer service. On the other hand, if customers choose to purchase cheaper spare parts from competitors, higher prices might decrease demand. The ultimate effect depends on price elasticity of demand; if demand is elastic, sales volume could drop dramatically.
If customers keep making the same purchases, a 10% price increase could increase revenue and profit margins. Efficiency, storage capacity, and customer service might all be enhanced by the warehouse renovation. However, if consumers choose to purchase less expensive replacement components from rival companies, increasing pricing can decrease demand. Price elasticity of demand determines the ultimate effect. Sales volume may drastically decline if demand is elastic.

6
Impact on Profitability A 10% increase in selling prices would boost sales revenue and gross profit if sales volume stays the same. Since many operating costs would stay constant in the near future, the company would probably see higher net profits. The strategy may also improve cash flow and speed up the recovery of the warehouse investment.
A 10% rise in selling prices would boost sales revenue and gross profit if sales volume stays the same.
The company would probably see larger net profits since many operating expenses would stay constant in the near future.
Additionally, the plan can improve cash flow and speed up the return on the warehousing investment.








7
                                                  Forecast profit and loss account 
                                                For year ending 31 August 2028

Forecast Items                                                                                                   £
Forecast Sales (560,000*1.10)                                                             6,16,000
Cost of Sales                                                                                               392,000
Gross Profit                                                                                                 224,000
Operating Expenses                                                                                 251,000
Forecast Net Profit/ Loss.                                                                      (27,000)



Conclusion
Overall, Swansea Motor Spares is currently in a net loss position, according to the financial accounts. However, with careful management, the proposed pricing strategy and warehouse expansion could boost long-term profitability. To preserve financial stability, the company should keep an eye on VAT compliance, operating expenses, and consumer demand.
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